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India to develop their ports to anything like the extent of
their natural capacity, or to supply more than purely local
needs. The Government of India is, therefore, in a posi-
tion to levy customs duties at its own ports on goods in-
tended for the territories of Indian States. The States are
debarred from levying transit duties on goods passing
through their territory, but the Government of India
actually levies transit duties on goods passing through its
territory from a seaport to an Indian State.

In relation to excise duties, it is a well-known rule of
financial policy that the incidence of such taxes should
follow consumption. The Government of India does not,
however, observe this rule in relation to Indian States and
levies excises on salt, petroleum, kerosene, silver, and
intoxicants produced in British India but consumed in
Indian States.  The States complain that:

(1)  they have no voice in the imposition of such taxation;

(2)  they get no financial benefit from such taxes as they
are used entirely for the benefit of British India;

(3)  the imposition of such taxation leaves the Govern-
ments of the States with inadequate resources for their
own economic development, which is most urgent.

The States cannot resort to direct taxation to meet their
needs as is done in British India, as they have no taxable
middle class yet.

In relation to commercial undertakings, such as Rail-
ways, Posts and Telegraphs, the Government of India, it
is alleged, forces the States to grant concessions and appro-
priates the profits. The amount which the States contri-
bute under these and other heads to the revenues of British
India will be given in another paragraph* But this does
not exhaust the tale of their grievances.

It is understandable for a Government to say that it is en-
titled to derive the fullest advantage from its geographical
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